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SUBJECT: COMMITTEE ON MONETARY AND FOREIGN EXCHANGE 
MATTERS 
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1. SUMMARY. MOST OF DAY-1 PNG MEETING COMMITTER ON 
MONETARY AND FOREIGN EXCHANGE MATTERS (CMC) CONSISTED OF 
TOUR D'HORIZON ON RECENT DEVELOPMENTS IN EXCHANGE 
MARKETS DURING WHICH NO NEW INFORMATION WAS PROVIDED 
EITHER BY SECRETARIAT OR MEMBER COUNTRIES. CMC ALSO 
DISCUSSED QUESTION OF (A) FUTURE OF GUARANTEE AND (B) 
CONTINUATION OF COMMITTEE ITSELF, THERE BEING LITTLE 
ENTHUSIASM IN CONTINUATION OF GUARANTEE AND ONLY 
MINIMAL INTEREST IN CONTINUATION OF CMC. BUDGET CON- 
SIDERATIONS AND DUPLICATION OF EFFORT WERE RAISED AS 
MAJOR REASONS FOR PUTTING CONTINUED EXISTENCE OF CMC IN 
DOUBT. COUNTRIES ARE REQUESTED TO SEND THEIR POSITIONS 
ON QUESTIONS (A) AND (B) ABOVE TO SECRETARIAT BY MID- 
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REPORT FOR CONSIDERATION AT SUBSEQUENT CMC MEETING IN 
APRIL OR MAY, AT WHICH TIME FINAL REPORT (REF A) WOULD 
ALSO BE COMPLETED AND FORWARDED TO COUNCIL. END SUMMARY. 

2. EXCHANGE MARKET DEVELOPMENTS: DISCUSSION OF 
EXCHANGE MARKET DEVELOPMENTS REVOLVED AROUND ESTIMATED 
MOVEMENTS OF OIL COUNTRY SURPLUSES (TABLE L, REF B), 

WITH NEITHER SECRETARIATNOR DELEGATIONSPRO VIDIN G SIGNI 
FICANT NEW DATA. THERE WERE ALSO SPOTTY DISCUSSIONS OF 
FEW MINOR TECHNICAL POINTS CONCERNING ENDING OF BRITISH 
STERLING GUARANTEES, REASONS FOR EXCEPTIONALLY HIGH 
INTEREST RATES IN EURO-FRANC MARKET (PROBABLY DUE TO 
CARRY-FORWARD OF EARLIER SPECULATIVE POSITIONS) AND 
REVIEW OF SWISS PROBLEMS IN MONETARY MANAGEMENT DUE TO 
EFFECT OF CAPITAL FLOWS BEFORE SAME WERE REDUCED BY NEW 
SWISS RESTRICTIONS. SEVERAL SMALLER COUNTRIES GAVE 
BALANCE-OF-PAYMENTS PROJECTIONS TO 1975 (DENMARK - 
EXPECTS3BII ,1 .TON-DEFICIT 1975 AND PREFERS NOT TO 
USE ANY OF6 BILLION-RESERVES IN FINANCING SAME; 

FINLAND - SINCE USSR MAIN OIL SUPPLIER AND TRADE AGREE- 
MENTS AUTOMATICALLY INCREASE VALUE AND VOLUMEFINNISH 
EXPORTS TO USSR IN LINE WITH INCREASED VALUE OF IMPORTS 
PETROLEUM PRODUCTS, NO BILATERAL OR MULTILATERAL 
DEFICIT EXPECTED.) 

3. FUTURE OF CMC AND GUARANTEE: CMC DECIDED TO POST- 
PONE REVIEW OF ITS FIRST ANNUAL REPORT (REF A). CMC 
THEN DISCUSSED RELATED QUESTIONS OF FUTURE OF EXCHANGE 
GUARANTEE AND FUTURE OF CMC ITSELF. SMALLER COUNTRIES 
WISHED TO SEPARATE QUESTION OF EXCHANGE GUARANTEE FROM 
THAT OF CONTINUATION OF CMC. THOSE SUPPORTING CONTINUA- 
TION OF CMC ITSELF INCLUDED AUSTRIA, PORTUGAL, NEW ZEA- 
LAND, TURKEY. REASONS GIVEN WERE STANDARD ONES THAT 
QUESTIONS OF MONETARY POLICY AND EXCHANGE MARKET 
DEVELOPMENTS NOT REALLY DISCUSSED IN ANY OTHER OECD 
FORUM OPEN TO SMALLER COUNTRIES NOT ON WP-3. MOST 
COUNTRIES (AUSTRALIA, U.S., FINLAND, DENMARK, ITALY, 

IRELAND, NORWAY, CANADA, NETHERLANDS, BELGIUM, UK, 

SWITZERLAND, GERMANY AND JAPAN) GENERALLY FELT CONTINUA- 
TION OF GUARANTEE WOULD SERVE NO USEFUL PURPOSE, ANDMANY ALSO 
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MOST FELT CMC WAS SERIOUS WASTE OF RESOURCES IN PERIOD 
OF BUDGET RESTRAINT. FRENCH DELFATINNOTED THAT WORK OF CMC 
COULD BE STRUCTURED SO AS NOT TO DUPLICATE THAT OF WP-3 
AND WEAKLY SUPPORTED USE OF CMC AS PLACE FOR NON-WP3 
MEMBERS TO REVIEW RELATED DEVELOPMENTS. HOWEVER, SEVERAL 
OTHERS NOTED THAT IT WAS DIFFICULT TO DISCUSS MONETARY 
POLICY ON ITS OWN, ESPECIALLY IN SMALLER COUNTRIES, IN 
ABSENCE OF PARALLEL TREATMENT OVERALL ECONOMIC AND 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



FISCAL POLICY QUESTIONS. CANADIAN REP SUGGESTED 
SECRETARIAT TRY ESTABLISH TERMS OF REFERENCE OF CMC MORE 
EXPLICITLY SO SAME COULD BE CONSIDERED IN CAPITALS ALONG 
WITH CURRENT REVIEW OF OECD BUDGET. U.S. REP SUGGESTED 
NEEDS OF SMALLER COUNTRIES COULD BE MET BY APPROPRIATE 
DISCUSSIONS IN OTHER ALREADY EXISTING PLENARY COMMITTIES, 
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ESPECIALLY IF GUARANTEE IS ALLOWED TO LAPSE NOW THAT 
FLOATING RATES HAVE MADE IT IMPOSSIBLE TO APPLY. MOST 
ANTI-CMC COUNTRIES AGREED, SEVERAL SUGGESTING THAT 
PERIOD OF FLOATING RATES WOULD PROBABLY LAST LONG WHILE, 
REDUCING NEED FOR KIND OF EXCHANGE MARKET DISCUSSIONS 
INITIALLY ENVISIONED WHEN CMC AND GUARANTEE FIRST 
ESTABLISHED. SEVERAL ANTI-CMC COUNTRIES (UK, SWITZER- 
LAND) INDICATED THEY COULD ACCEPT CONTINUATION OF CMC 
AS COURTESY TO NON-WP3 COUNTRIES. HOWEVER, THEY DID NOT 
EXPECT TO STAFF CMC WITH EXPERTS IN DOMESTIC MONETARY 
POLICY, RATHER WOULD CONTINUE TO SEND FOREIGN EXCHANGE 
DEPARTMENT EXPERTS. UK REP FELT CMC HAD ALREADY STRAYED 
TOO FAR INTO DOMESTIC MONETARY POLICY. GERMAN REP 
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INDICATED ANY ATTEMPTS TO DISCUSS MONETARY POLICY MORE 
BROADLY IN CMC WOULD REQUIRE PARTICIPATION BY HIGHER 
LEVEL POLICY OFFICIALS, WHICH WAS PROBABLY NOT FEASIBLE. 

4. CMC AGREED TO SECRETARIAT PROPOSAL THAT ALL COUNTRIES 
SUBMIT THEIR VIEWS IN WRITING ON TWO QUESTIONS SEPAR- 
ATELY: (A) CONTINUATION OF EXCHANGE GUARANTEE; (B) 
CONTINUATION OF CMC, WITH EXPLANATION OF TERMS OF 
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REFERENCE DESIRED FOR CMC IF IT IS DESIRED THAT CMC CON 
TINUE. SECRETARIAT ESPECIALLY STRESSED THAT COUNTRIES 
SHOULD NOT AT SAME TIME PUT ADDITIONAL PRESSURE ON 
SECRETARIAT TO HOLD DOWN BUDGET WHILE ALSO REQUESTING 
CONTINUATION OF MARGINAL ACTIVITIES. SECRETARIAT WAS 
INSTRUCTED TO SEND LETTER TO ALL DELEGATES REQUESTING 
ABOVE INFORMATION BY MID-MARCH. NEXT MEETING LEFT OPEN 
BUT EXPECTED TO BE HELD IN MID-APRIL OR EARLY MAY. 

TURNER 
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